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CALIFORNIA BOARD OF ACCOUNTANCY 

DEPARTM.ENT OF CONSUMER Al<'J?AlRS 


STATE OF CALWORNIA 


In the Mn!teJ' oJ't'h(! Accus~ltion Against: 

.mNNIFKR NAKAO 
4768 Chestnut Glen Dl'ive 
Murrny, l.JT 84'J()7 
Certified Public Accouuhmt No. CPA 82'141. 

Respondent. 

Case No. AC-2()'12-'19 

OAH N~). 2012030008 

DECISION AND Ol{DER 

The attached Stipulated Settlement and Disciplinm·y Order· is hereby adopted by the 

Califomia Bourd of Accountancy, Department of Consumer Affairs, as its Decision in this 

matter. 

This Decision shall become effective on ~JJ-l-_J. 0 /._'J,_. 

It is so ORDERED Sepir.mtu..K:. J]1 :J..()f;)._ ·.-- 

~----·--. 
FOR THE CALIFORNIA BOARD OF 
ACCOUNTANCY 
DEPARTMENT OF CONSUMER AFFAIRS 
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KAMALA D. HARRIS 
Attornev General of Cali l'brnia 
JANICE f<. LACIItvlAN 
Supervising Deputy Attorney General 
1\NAHJTA S. Citt\ WFORD 
Deputy Attorney General 
St::1te BM No. 209545 

1300 I Street, Suite 125 
P.O. Box 944255 

Sacramento, CA 94244w2550 

Telephone: (916) 322-831 1 

r:acsimile: (916) 327-8643 


Attorneys for 'complainant 

BKF'ORE THE 

CAI..JFORNIA BOARD OF ACCOUNTANCY 

DEPAHTMI~N'I' OF CONSUMKR AFFAIRS 


STATE O.F CALIFORNIA 


In the Matter ol'the Accusation Ag~1inst: 

JENNIFER NAKAO 
4768 Chestnut Glen .DJ'ive 
Murray, UT 84107 
C(~rtified Public Accountant License 
No. CPA 8214.1 

Respondent. 

Case No. AC~20 12-19 

OAll No. 2012030008 

STIPULATED SETTLEMENT AND 
DISCIPlXNARY ORDI<:R 

---·----~---

IT IS HJ~:REBY STIPULATED AND AGREED by and between the parties to the above~ 

(mtitled proceedings that the following mattets are true: 

.PARTIE~ 

l. Patti Bowers (Complainant) is the Exect.1tive Off1cer ofthe Califomia Board of 

Accountancy. She brought this action solely in her ofllcial capacity and is represented in this 

matter by Kamala D. l·larris, Attul'lley General of the State of California, by Anahita S. Crawford, 

Deputy A ttomcy General. 

2. Respondent .Jennifer Nakao (Respondent) is represented in this pi·oceeding by 

attorney Christopher B. Sullivan \Vhosc address is: Snell & Wilmer LLP, 15 West South 'T'emple, 

Suite 1200, Salt Lake City, UT', 8410 l. 

3. On or about November 24,2001, the California Board of Accountancy issued 


C<;rtiJied Public Accountant License No. CPA 82'141 to Jennifer Nakao (Respondent). The 


-.........,_.. , .. ,........................._____,____.................................._.,....___ , _____ 

S'llPULATED SETl'LEMENT (AC-20 12-1.9) 
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Ccrt.illed Public Ac<.:oumant License was in itdl force and effect at all times relevant to the 


charges brought in Accusation No. AC-20 12-19 and will expire on May 31, 20 J3, unless 


renewed. 


JURlSDI CTI ON 

4. Accusation No. AC<20 12-19 'vVas filed bel~we the Cal itbrnia Bonrd of Accountancy 

(CBA), Department of Consum~r Afn1irs., and is currently pending against Respondent. The 

Accusation and all other statutorily r<:quired documents were properly sct·vcd on Respondent on 

January I0, 2012. Respondent timely t11ed her Notic.c of Defense contesting the Accusation. 

5. A copy of Accusation No. AC-20 J2 .. J9 is attached f\S exhibit A and incorpomted 

herein by ref~!rence. 


ApVIS~~MENT AND WAlVRRS 


6. Respondent has carefully read, fully discussed with counsel, and understands the 

charges and allegations in Accusation No. AC-20 12-19. Respondent has also careJltlly read, fully 

 

discussed with counsel, and understands the effects of this Stipulated Settlement and Disciplinary 

Order. 

7. Respondent is fully nwarc ofhcr legal rights in this matter, including the right to a 

hearing on the charges und allegations in the Accusation; the right to be represented by counsel at

her own expense; the right to confront and cross-examine the witnesses against her; the right to 

present evidence and to testify on her own bel1td f; the right to the issuance of subpoenas to 

compel the attendance of witnesses and the production of documents; the right to reconsideratio11 

and court review of an adverse decision; and all othct' rights accorded by the California 

Administrative Procedure Act alld other applieablt:: laws. 

s. FZespondl}l1t voluntarily, knowingly, and intelligt:ntly waives and gives up each and 


every right set Jbrth nbove. 


ClJLPAlliLlTY. 

9. Respondent understands and agrees that the charges and allegations in Accusation 


No. AC-20 12-19, if pmven st a hearing, constitute cause lcJr imposing discipline upon her 


Certified Publie Accountant. 
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I0. For the purpose of resolving the Accusation without the expense and uncertainty or 
further proceedings, Respondent agrees that, at~~ hearing, Complainant could establish a t~'lctual 

basis for the charges in the Accusation, and that Respondent hereby gives up her right to contest 

those eharges. 

I I. Respondent agrees that her Certll'1ed Public Accountan1 is subject to discipline and 

she agrees to be bound by the CBA':> probationu,ry tenns as Si~t forth in the Disciplinary Order 

below. 

ClRCliMSTANCES IN MlTIGATION- ~·"' 

12. Respondent .lenni fer Nakao has nev\~r been the subject of any disciplinary a<:tion with 

the CBA. She is admitting responsibility at an early stage in the proceed.i ngs. The licensee has 

cooperated with the California Board of Accountancy's investigatiOii, other law enforcement or 

regultllory agencies, and/or the injured parties. ·rhere has also been the passage of considerable 

time since an act of professional misconduct occ.w-red with no evidence of recurrence or evidence 

of any other professional misconduct. Convincing proof of mitigation as well as other relevant 

information have been considered. 

CONTJNGKN~ 

13. This stipulation shall be subject to approval by the Callfornia Board of Accountancy. 

Respondent understands and agrees that counse I for Complainant and the staff of the Cnlifomia 

Board of Accountancy may communicate directly with the CBA regarding this stipulation and 

settlement, without notice to or participation by Respondent ot· her counsel. By signing the 

stipulation, Respondent understands and agrees that she may mot withdraw her agreement or seek 

to rescind the stipulution prior to the time the CBA considers :nnd acts upon it. lfthe CBA ft1ils to 

adopt this stipulation as its Decision and Order, the Stipulated Settlement and Disciplinary Order 

shall he of no fnrce or ef'f'ect, except for this pamgraph. it shal I be inudn.lissible in any legal action 

between the parties, and the CBA shall not be disqualifled from further action by having· 

considered this matter. 
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14. The parties understand and agree that fhcsirnile copies of this Stipulated Settlement 

and Disciplinary Order, including 1-'acsimile signatures thereto, shall have the surnc force and 

effect as the originals. 

15. 'T'his Stipulated Settlement und Disciplinary Order is intended by th(~ parties to be an 

integrated writing representing the eornplete, 11nnl, and exclusive embodiment of their agreement. 

 

It. supersedes any and nil pl'ior or contempomnc:ous agreernents, understandings, discussions, 

negotiations, and commitments (written or oral). 'T'his Stipulated Settlement and Disciplinary 

Order may not be altered, a!llended, modilled. supplemented, or otherwise changed except by a 

writing executed by nn authorized representative of each ofthe parties. 

16. In consideration of the foregoing admissions and stipulations, the patties agree that 

the CI.3A may, without further notice or formal proceeding, issue and enter the following 

Disciplinury Order: 

DISCIPLINARY ORDER 

rr IS HEREBY ORDERED that Ce1tified Public Accountant .License No. CPA 82141 

issued to Respondent Jennifer Nnkao (Respondent) is revoked. However, the revocation is stayed

and Respondent is placed on probation !'or three (3) ytJars on the f~>llowing terms and conditions. 

I. Obey All Laws. Re~;pondent shall obey all federal, California, other states' and local 

laws, including those rules relating to the practice of public accountancy in California. 

2. Submit Written Reports. Respondent shall submit, within ten (10) days of 

completion ofthc quarter, written reports to th~~ CBA on a form obtained from the CBA. The 

Re!;ponclent shall submit, under pennlty ofpe1:jmy, such other wl'ittenreports, declarations, and 

verification of actions as are required. These declarations shall contain statements relative to 

Respondent's compliam:e with all the terms and conditions of prob~ltion. Respondent shall 

irnmcdiatcly execute all release ofinfonnntion forms as may be requit·ed by the CBA or its 

representatives. 

3. Personal Appcurauccs. Respondent shall, during che period of probation, appear in 

person or telephonically at interviews/meetings as directed by the CBA or its designated 

representatives. provided such notification is accomplished in a timoly manner. 
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t.l. Comply With P1·obntion. Respondent shall fully comply with the terms and 

conditions of the probation imposed by the CBA and shall coopen-tte fully with representatives of 

 

the Board of Accountancy in its monitoring and invesl.igfltion ofthe Respondent's compliance 

with probation tenns and conditions. 

5. Practice Investignt.ion. Respondent shall be subject to, und shall permit, practice 

investigation of the Respondent's professional practke. Such a practice investigation shall be 

eondLKt~xl by representatives of the CBA, provided notification of such review is accomplished in

a timely manner. 

6. Comply With Citations. Respondent shall comply with all final orders resulting 

{h)l'n citations issued by the Boord of Accountancy. 

7. Violation of Probntion. lf Respondent violates probation in any respect, the CBA, 

after giving Respondent notice nnd an opportunity to be heard, muy revoke pl'Obation and carry 

out the disciplinary order that was stayed. If an accusation or a petition to revoke probation is 

filed against Respondent during probation, the CBA shall have continuingjmisdiction until the 

matter is final, and the period of probation shall be extended until the matter is !1nal. 

8. Completion of .Probation. Upon successful completion of probation, Respondent's 

license will be fully restored. 

9, Su pcrvised Prnctice. Prior to accepting an engagement to issue any financial 

statement to a California entity, J<,espondcnt shall submit to the CI3A o1· its designee for its prior 

approval a plan of pmctice that shull be monitored by nnothcr CPA or PA who provides periodic 

reports to the CBA o1· its designee about any tlnancial statement repotts issued by Respondent to 

any California entity. Respondent shall pay ull costs for such monitoring. 

I0. Active License Stntus. Respondent shall at all times maintain an active license 

status \Vith the CBA, including during nny period of suspension. If the license is expired at the 

time the CBA's decision bec.ome~; effective, the license must be renewed within 30 days of the 

effective date of the decision. 

I I. Cost Reirn bu rsemcnt, Respondent shall reimburse the CBA $6,561.31 for its 

investigation and prosecution costs. 'I"he payment shall be made as dtltcrmined by the Board. 

http:6,561.31
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ACCI~J>'I'ANCih 

I have C(U'efi.Jily read the above Stipulated Settlement and Disciplinat·y Order and have fully 

discussed it with my att.omey, Clwistop!1er Sull,ivan. I understand the stipulation and the effect ft 

will have on rny Certi11ed Public Accountant. l entcl' into this Stipulated Settlement and 

Disciplinary Ot·det· voluntm·ity, knowingly, and intelligently, and ag1·cc to be bound by the 

Decision and Order of the Cal'ilornia Board of Accountancy. 

DATED: ···-~;~.•~ 4_1 .~~. _________:Ufl ~?::::::: ·~:_:.. _t) 6J..t--L-~_.,.
&.::-f..L: (m NIFEfNAKAO 

R~. xmdent 

t. 

1have read tmd fully discussed with Respondent Jennifer Nakao the terms and conditions 

and other matter·s contained in the above Stipulated Settlement and Disciplinary Order. I approve 
,,.... -/

its form and 
. '/;I DATED. ____.{'( /.L ___ _ 2 ~ .. r:-:-C~u#~-

- IRIS1 OPHF.~R B. SULLIVAN 
/\ttorney fot· Respondent 

contend 

ENDORSEMill.'JT 

The foregoing Stipulated Settlement and Disciplinary Order is hereby respectfully 

submitted for consideration by the California Board of Accountancy of the Department of 

Consumer Affairs. 

Dated: :~ ..L\ . ) 2- Respectfi.1lly submitted, 

KAMALA D. HARRIS 
Attorney Genet·al of California 
JANICEK. LACHMAN 
Supel'vising Deputy Atto · · Gene•·at 

~~ 
ANAHlTA S. CRAWFORD 
Deputy Attmney Genet·al 
Attorneys for Complainanl 



Exhibit A 

Accusution No. AC-20:12~19 
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KAMALA D. HARRIS 
Attorney General of California 
JANICEK. LACHMAN 
Supervising Deputy Attorney General 
ANAHITA S. CRAWFORD 
Deputy Attorney General 
State Bar No. 209545 

1300 I Street, Suite 125 
P .0. Box 944255 
Sacramento, CA 94244-2550 
Telephone: (916)322-8311 
Facsimile: (916) 327-8643 

Attorneys.for Complainant 

BEFORETHE 

CALIFORNIA BOARD OF ACCOUNTANCY 

DEPARTMENT OF CONSUMER AFFAIRS 


STATE OF CALIFORNIA 


In the Matter of the Accusation Against: 

JENNIFERNAKAO 
4768 Chestnut Glen Drive 
Murray, UT 84107 

Certified Public Accountant License No. 
CPA 82141 

Respondent. 

Case No. AC-2012-19 

ACCUSATION 

Complainant alleges: 

PARTIES 

1. Patti Bowers (Complainant) brings this Accusation solely in her official capacity as 

the Executive Officer of the California Board of Accountancy, Department of Consumer Affairs. 

2. On or about November 24, 2001, the California Board of Accountancy issued 

Certified Public AccountanfLicense Number CPA 82141 to Jennifer Nakao (Respondent). The 

Ce1iified Public Accountant License was in full force and effect at all times relevant to the 

charges brought herein and will expire on May 31, 20 13, unless renewed. 

II 

II 

II 
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Accusation (Case No. AC-20 12-19) 
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JURISDICTION 


3. This Accusation is brought before the California Board of Accountancy (CBA), 

Department of Consumer Affairs, under the authority of the following laws. All section 

references are to the Business and Professions Code unless otherwise indicated. 

. 4. Section 51 09 states that: 

The expiration, cancellation, forfeiture, or suspension of a license, practice 
privilege, or other authority to practice public accountancy by operation of law or by 
order or decision of the board or a court of law, or the voluntary surrender of a license 
by a licensee shall not deprive the board ofjurisdiction to commence or proceed with 
any investigation of or action or disciplinary proceeding against the licensee, or to 
render a decision suspending or revoking the license. 

STATUTORY PROVISIONS 

5. Section5100 states, in part: 

After notice and hearing the board inay revoke, suspend, or refuse to renew 
any permit or certificate granted under Article 4 (commencing with Section 5070) and 
Article 5 (commencing with Section 5080), or may censure the holder ofthat permit 
or certificate for unprofessional conduct that includes, but is not limited to, one or any 
combination of the following causes: 

(h) Suspension or revocation of the right to practice before any 

governmental body or agency. 


(1) The imposition of any discipline, penalty, or sanction on a registered 
public accounting firm or any associated person of such firm, or both, or on any other 
holder of a permit, certificate, license, or other authority to practice in this state, by 
the Public Company Accounting Oversight Board or the United States Securities and 
Exchange Commission, or their designees under the Sarbanes-Oxley Act of 2002 or 
other federal legislation .. 

COST RECOVERY 

6. Section 5107, subsection (a),states: 

The executive officer of the board may request the administrative law judge, 
as part of the proposed decision in a disciplinary proceeding, to direct any holder of a 
pennit or certificate found to have committed a violation or violations of this chapter 
to pay to the board all reasonable costs of investigation and prosecution ofthe case, 
including, but not limited to, attmneys 1 fees. The board shall not recover costs 
incurred at the administrative hearing. 
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FIRST CAUSE FOR DISCIPLINE 

(Suspension of Right to Practice before Governmental Body/Agency) 

7. Respondent is subject to disciplinary action for unprofessional conduct under section 

5100, subsection (h), in that on or about February 17, 2010, the Public Company Accounting 

Oversight Board (PCAOB), a governmental body or agency, issued final disciplinary sanctions 

against Respondent, barring her from being an associated person of a registered public accounting 

r 

 

 · 

 

firm for a period of one year. The circumstances are as follows: 

On or about February 17, 2010, PCAOB entered an Order Making Findings and Imposing 

Sanctions ("Order") against Respondent Jennifer Nakao. Respondent consented to entry of the 

Order without admitting or denying the findings therein, except as to the Board's jurisdiction. ove

Respondent and the subject matter of the proceedings, which she admitted. 

At all relevant times, Respondent was an associated person of the registered public 

accounting firm of Grant Thomton, LLP. In February 2002, Grant Thornton, LLP became the 

independent auditor for iMergent, Inc. Respondent began working on the iMergent audit from 

2002-2003 as the engagement senior. She was promoted in 2003 and from 2004-2005, worked as

the. manager on the iMergent engagement. She remained a member of the iMergent engagement

team until Grant Thomton, LLP was terminated as the company's independent auditor in October

2005. 

In its Order, PCAOB found that Respondent had violated certain PCAOB auditing 

standards in regard to auditing the financial statements of iMergerit, Inc. for the year 2004, while 

Respondent was the manager on the iMergent engagement. PCAO B found that most of 

iMergent's FY 2004 revenue came from sales of software licenses to customers who were given 

24-month Extended Payment Term Arrangements ("EPTA") to finance their purchase. 

Respondent understood that iMergent' s historical collection experience for sales was its primary 

basis for concluding the FY 2004 EPT A sales were probable of collection and fixed or 

determinable. However, Respondent 1) failed to ensure that the engagement team sufficiently 

tested management's representations of its historical collection experience for EPTA sales; 2) 

failed to ensure sufficient procedures were performed to test or assess the reasonableness of 



certain EFTA collection rates disclosed by iMergent in the footnotes to its FY 2004 financial · 

statements and its filings with the Securities and Exchange Comn1ission; and 3) faile~ to ensure 

the performance of sufficient procedures to assess the reasonableness of the June 30, 2004 

allowance for doubtful accounts balance. 

As a result of its findings, PCAOB ordered that Respondent J em1ifer Nakao was barred 

from being an associated person of a registered public accounting firm for one year from the date 

of its Order. 

SECOND CAUSE FOR DISCIPLINE 

(Imposition of Discipline by PCAOB) 

8. Respondent is subject to disciplinary action for unprofessional conduct under section 

5100, subsection (1) in that on or about February 17,2010, PCAOB made findings and imposed 

final disciplinary sanctions against Respondent, as an associated person of a registered public 

accounting firm, as more fully set forth in paragraph 7, above. 

PRAYER 

WHEREFORE, Complainant requests that a hearing be held on the matters herein alleged, 

and that following the hearing, the California Board of Accountancy issue a decision: 

1. Revoking or suspending or otherwise imposing discipline upon Certified Public 

Accountant License Number CPA 82141, issued to Jennifer Nakao; 

2. Ordering Jennifer Nakao to pay the California Board of Accountancy the reasonable 

costs of the investigation and enforcement of this case, pursuant to Business and Professions 

Code section 51 07; 

3. 

SA20lll02832 
l0775813.doc 

RS, · xecutive Officer 
Cahfornia Board of Accountancy 
Department of Consumer Affairs· 
State of California 
Complainant 
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